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HIGHLIGHTS OF THE YEAR 


NET SALES . 

INCOME BEFORE INCOME TAXES 

NET INCOME. 

EARNINGS PER COMMON SHARE 
COMMON SHARES OUTSTANDING 


For Year Ended 

August 31 , 1971 

$ 356 , 196,000 

16 , 822,000 

8 , 105,000 

$ 1.68 

4 , 831,114 


For Year Ended 

August 31, 1970* 

$ 335 , 583,000 

16 , 164,000 

7 , 693,000 

$ 1.59 

4 , 828,914 


*1970 figures are exclusive of extraordinary income of 17 1 per share and have been restated to include the results of 
United Merchandising Corp., acquired by Thrifty in 1971 and accounted for as a pooling of interests. 
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THRIFTY DRUG STORES CO. INC. 


LETTER TO SHAREHOLDERS: 

During the fiscal year which ended August 31, 
1971, sales and profits of Thrifty Drug Stores 
Co. Inc. exceeded all previous records. 

Sales reached a new high of $356,196,000 
compared with $335,583,000 for the previous 
year, an increase of 6.14%. Fiscal 1971’s new 
sales record represents the 42nd consecutive year 
in which sales have increased over the previous 
year. In addition, August of 1971 was the 204th 
consecutive month in which sales exceeded the 
year earlier comparable period. The sales of 
“same stores,” which do not include sales of 
stores opened during the last two fiscal years, 
increased for the 17th consecutive year. 

Consolidated income, before federal and state 
income taxes for the 1971 fiscal year, was once 
again the highest in history and amounted to 
$16,822,000 compared with $16,164,000 (before 
extraordinary item) for the previous year. 

Consolidated income after taxes also exceeded 
all previous records and amounted to $8,105,000 
compared with $7,693,000 (before extraordinary 
item) for the previous year. This result consti¬ 
tuted the 16th year of increased profits out of 
17 consecutive years. 

The previous year’s figures have been restated 
to include the results of United Merchandising 
Corp., a California company engaged in the re¬ 
tail distribution of sporting goods under the trade 
name “Big 5,” which was acquired on March 
31, 1971, in a transaction which has been ac¬ 
counted for as a pooling of interests. 

Common share earnings for fiscal 1971 were 


$1.68 per share on the 4,831,114 common shares 
outstanding at August 31, 1971, compared with 
$1.59 per share based on 4,828,914 shares at 
August 31, 1970, restated to reflect the United 
Merchandising Corp. pooling of interest. 

Our 1971 sales and profits were below our 
goals principally due to the sluggish economic 
conditions which existed in our areas of opera¬ 
tion. We believe that, in the light of those cir¬ 
cumstances, our sales and profits have continued 
to respond favorably to the discount merchan¬ 
dising policies which were adopted in the sum¬ 
mer of 1967. We are hopeful that the increasing 
profit trend recorded for each of the past four 
years will be extended into 1972 and succeeding 
years. 

During the 1971 fiscal year we opened 22 new 
Thrifty stores and closed six small stores, one of 
which will be reopened in fiscal 1972, and opened 
two new Big 5 units and closed two small units. 
At August 31, 1971, we were operating 362 
Thrifty Drug and Discount stores and 19 Big 5 
sporting goods units. 263 of the 362 Thrifty 
stores have been opened since 1960. 

On August 31, 1971, we had commitments on 
50 new locations. Barring unexpected develop¬ 
ments, 30 new stores will be opened during 
Thrifty’s fiscal year ending August 31, 1972. 

The Company’s Retirement Trust owns 
1,035,000 shares, or 21.4% of the common 
shares outstanding. On August 10, 1971, we had 
over 8,300 shareholders throughout the Nation 
and in 14 foreign countries. 


November 22, 1971 
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We declared and paid dividends of $3,206,000 
on our common shares during fiscal 1971, rep¬ 
resenting, on the shares outstanding, payments of 
15 cents a share in the first quarter and 17% 
cents a share in each of the next three quarters. 
We have paid cash dividends on our common 
shares in every fiscal year since 1937. 

In the succeeding pages of this report there 
are comparative consolidated statements showing 
the results of our operations for the past two 
fiscal years, and our financial condition as of 
August 31, 1971 and August 31, 1970. The 
accounts of the United Merchandising Corp. and 
of Thrifty Realty Company, wholly owned sub¬ 
sidiaries, are included in the consolidated finan¬ 
cial statements of Thrifty Drug Stores Co. Inc. 
On page 11 of this report you will find a chart 
showing the growth of the Company since 1939. 

We are proud of the approximately 10,000 
individuals in our organization. Unquestionably, 
their loyalty and dedicated performance are the 
principal reasons for our successful record. 

We will all continue to exert every effort to 
build an organization which will be noted for 
the high level of its relations with its employees 
and for its attractiveness as an investment for 
its shareholders. 


Respectfully submitted, 




ROBERT BORUN 

Chairman of the Board 


LEONARD H. STRAUS 
President 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


ASSETS 


1971 


CURRENT ASSETS: 

Cash . 

Certificates of deposit and Treasury bills . . 
Accounts receivable . 

Merchandise and other inventories, at cost, 
not in excess of market. 

Merchandise in transit, at cost. 

Prepaid expenses. 

Total current assets. 


$ 4,165,000 
4,615,000 
2,838,000 

76,811,000 

2,390,000 

2,549,000 

93.368,000 


INVESTMENTS IN OTHER COMPANIES, 

at cost (market value, 1971, 
approximately $3,200,000) . . 


33.000 


PROPERTY, PLANT AND EQUIPMENT, 

at cost, less accumulated depreciation 
and amortization of $16,145,000 in 1971 
and $14,604,000 in 1970: 

Thrifty Drug Stores Co. Inc. (equipment) 

Thrifty Realty Company (property and plant) . 

Thrifty Realty Company (properties to be sold 
under sale and leaseback agreements) . 


OTHER ASSETS 


13,883,000 

20,097,000 

10,642,000 

44,622,000 

3.090.000 

$141,113,000 


The accompanying notes are an integral part of these balance sheets . 


1970 

$ 6,454,000 
4,429,000 
2,069,000 

70,904,000 

4,226,000 

2,563,000 

90,645,000 


22,000 


11,571,000 

19,596,000 

4.285,000 

35,452,000 

2,696,000 

$128,815,000 
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CONSOLIDATED BALANCE SHEETS, August 37, 1971 and 1970 


LIABILITIES 


1971 


1970 


CURRENT LIABILITIES: 

Accounts payable . 

Accrued liabilities. 

Federal income taxes. 

Current maturities of notes payable 
Total current liabilities . . . 


$ 31,017,000 
7,209,000 
2,040,000 
1,271,000 
41,537,000 


$ 31,878,000 
6,942,000 
457,000 
728,000 
40,005,000 


DEFERRED FEDERAL INCOME TAXES (Note 6). 

LONG-TERM NOTES PAYABLE, net of 

current maturities shown above (Note 5) : 

Thrifty Drug Stores Co. Inc. 

Thrifty Realty Company (secured) . 

Thrifty Realty Company (applicable to properties 
to be sold and leased back) . 


1,596,000 


4,018,000 

18,240,000 

9,700,000 

31,958,000 


1,550,000 


4,511,000 

18,261,000 

3,400,000 

26,172,000 


common stock and surplus (Notes 2 and 3) : 
Common stock, without par value — 
Authorized — 15,000,000 shares 
Outstanding — 4,831,114 shares in 

1971 and 4,828,914 in 1970, stated at . 

Capital surplus . 

Earned surplus . 


1,302,000 

3,859,000 

60,861,000 

66,022,000 

$141,113,000 


1,301,000 

3,825,000 

55,962,000 

61,088,000 

$128,815,000 


The accompanying notes are an integral part of these balance sheets. 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME 
For the Years Ended August 31 , 1971 and 1970 



1971 

1970 

REVENUES: 



Sales . 

$356,196,000 

$335,583,000 

Other income. 

806,000 

678,000 


357,002,000 

336,261,000 

COSTS AND EXPENSES: 



Cost of goods sold, buying and occupancy. 

255,698,000 

240,761,000 

Selling and administration . 

80,124,000 

75,379,000 

Contribution to employees’ retirement plan. 

773,000 

759,000 

Depreciation and amortization (Note 6) — 



Thrifty Drug Stores Co. Inc. 

1,732,000 

1,486,000 

Thrifty Realty Company. 

493,000 

561,000 

Interest expense — 



Thrifty Drug Stores Co. Inc. 

293,000 

327,000 

Thrifty Realty Company. 

1,454,000 

1,186,000 

Interest income. 

(387,000) 

(362,000) 


340,180,000 

320,097,000 

INCOME BEFORE TAXES AND 



EXTRAORDINARY ITEM. 

16,822,000 

16,164,000 

PROVISION FOR INCOME TAXES: 



Current . 

8,535,000 

8,190,000 

Deferred (Note 6) . 

182,000 

281,000 


8,717,000 

8,471,000 

INCOME BEFORE EXTRAORDINARY ITEM . 

8,105,000 

7,693,000 

EXTRAORDINARY item, net of applicable 



taxes of $326,000 (Note 8) . 

— 

817,000 

NET INCOME . 

$ 8,105,000 

$ 8,510,000 

EARNINGS PER COMMON SHARE (Note 7) : 



Income before extraordinary item. 

31.68 

$1.59 

Extraordinary item, net of taxes. 

_ 

.17 

Net income. 

$1.68 

$1.76 


The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENTS OF SURPLUS 
For the Years Ended August 31, 1971 and 1970 


CAPITAL SURPLUS: 

Balance, beginning of year. 

Add — Excess of proceeds over stated value of 
common stock issued under stock option 
agreements (Note 2) . 

Balance, end of year. 


1971 

$ 3,825,000 

34,000 

S 3,859,000 


EARNED SURPLUS: 

Balance, beginning of year. 

Add (deduct) — 

Net income . 

Cash dividends on common stock. 

Balance, end of year (Note 3) . 


$55,962,000 

8,105,000 

(3,206,000) 

$60,861,000 


The accompanying notes arc an integral part of these statements. 


1970 

$ 3,825,000 


$ 3,825,000 


$50,250,000 

8,510,000 

(2,798,000) 

$55,962,000 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF SOURCES AND USES OF FUNDS 
For the Years Ended August 37, 1971 and 1970 


SOURCES OF FUNDS: 

1971 

1970 

Income before extraordinary item. 

Depreciation and amortization — 

$ 8,105,000 

$ 7,693,000 

Thrifty Drug Stores Co. Inc. 

1,732,000 

1,486,000 

Thrifty Realty Company. 

493,000 

561,000 

Funds provided from operations. 

10,330,000 

9,740,000 

Additions (reductions) to long-term debt, net — 



Thrifty Drug Stores Co. Inc. 

(493,000) 

1,025,000 

Thrifty Realty Company . 

(21,000) 

(1,283,000) 

Thrifty Realty Company (applicable to 

properties to be sold and leased back) . 

6,300,000 

1,665,000 

Sale of stock under stock option plan. 

35,000 

— 

Extraordinary item — gain on sale of investments. . . . 

— 

817,000 


16,151,000 

11,964,000 

USES OF FUNDS: 



Cash dividends on common stock. 

3,206,000 

2,798,000 

Additions to properties, net — 



Thrifty Drug Stores Co. Inc. 

4,014,000 

3,840,000 

Thrifty Realty Company . 

994,000 

79,000 

Thrifty Realty Company (properties to be 

sold under sale and lease back agreement) . 

6,357,000 

2,550,000 

Other . 

359,000 

(610,000) 


14,960,000 

8,657,000 

INCREASE IN WORKING CAPITAL . 

$ 1,191,000 

S 3,307,000 


The accompanying notes are an integral part of these statements. 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — August 31 , 1971 


(1) The consolidated financial statements include the accounts of the company and its 
wholly owned subsidiaries, Borun Bros., Discount Drug Stores, Thrifty Realty Company and 
United Merchandising Corp. All significant intercompany accounts and transactions have been 
eliminated. 

On March 31, 1971, the company acquired United Merchandising Corp. (“Big 5”), a Cali¬ 
fornia company engaged in the retail distribution of sporting goods for 165,000 shares of com¬ 
mon stock in a transaction which has been accounted for as a “pooling of interests.” The 1970 
financial statements have been restated to reflect this acquisition. 

(2) At August 31, 1971, 94,100 of the company’s unissued common shares were reserved 
for sale to certain employees under a stock option plan, and options covering 69,300 shares at prices 
ranging from $16.81 to $27.25 per share were outstanding. The outstanding options can be ex¬ 
ercised only by a California resident remaining in the employ of the companies for at least nine 
years from the date of issuance for options granted under the plan prior to its 1965 revisions 
or four years and eleven months for options granted under the plan as revised in 1965, ex¬ 
cept in the case of retirement at or after age 65. Options may not be granted at a price less than 
100 percent of fair market value at date of grant. 

Transactions during the year are summarized below: 


Shares 

Options outstanding — August 31, 1970. 62,000 

Add: Options granted. 12,500 

Deduct: Options exercised . ( 2,200) 

Options expired. ( 3,000) 

Options outstanding — August 31, 1971. 69,300 


(3) Under the terms of the loan agreements, approximately $26,828,000 of the consoli¬ 
dated earned surplus balance at August 31, 1971, was restricted against the payment of divi¬ 
dends on and the acquisition of common shares. 

(4) The companies have leases on real and personal property expiring at various dates from 
1972 to 2001. The rentals payable under these leases are determined on four principal bases: 
fixed rentals, percentage-of-sales without minimum, percentage-of-sales with required minimum 
and percentage-of-sales with minimum payable to prevent cancellation. The aggregate annual 
amounts payable for the year ending August 31, 1972, as fixed rentals, minimum rentals and 
minimum rentals to prevent cancellation approximate $7,163,000 (excluding $163,000 on leases 
applicable to locations not open at August 31, 1971). 

(5) Notes payable to banks and insurance companies at August 31, 1971, consist of 
$27,940,000 payable by Thrifty Realty Company ($18,240,000 secured by deeds of trust and/or 
assignment of leases) and $4,018,000 by Thrifty Drug Stores Co. Inc. These notes are due in in¬ 
stallments to 1999, with approximately 75 percent of the principal amount bearing interest of 
6.0 percent or less. 

(6) Deferred taxes result from the use of the straight-line method of depreciation for book 
purposes and financial statements, and the double declining-balance method for tax purposes; also, 
certain other items are accorded different book and tax treatment. 

(7) Earnings per common share were computed using the average number of shares out¬ 
standing during the respective year. 

(8) During 1970 the company sold a portion of its investment in another company at a 
gain of $817,000 after applicable income taxes. 

(9) Certain changes have been made in classifications in the 1970 financial statements to 
conform to 1971 classifications. 
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Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 

To the Board of Directors, 

Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheets of THRIFTY DRUG 
STORES CO. INC. (a California corporation) and subsidiaries as of August 
31, 1971 and 1970, and the related consolidated statements of income, surplus 
and sources and uses of funds for the years then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accord¬ 
ingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly 
the financial position of Thrifty Drug Stores Co. Inc. and subsidiaries as of 
August 31, 1971 and 1970, the results of their operations and the sources 
and uses of funds for the years then ended, in conformity with generally 
accepted accounting principles consistently applied during the periods. 

ARTHUR ANDERSEN & CO. 

Los Angeles , California , 

November 7, 1971 
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THRIFTY DRUG STORES CO. INC. 


SUMMARY OF GROWTH 


Year 
Ended 
Aug. 31 

Thrifty 
Stores 
at End 
of Year 

Sales 

Income 

Before 

Income 

Taxes 

Income 

Taxes 

Net 

Income* 

Earnings 

Per 

Common 

Share* 

1939 

42 

11,715,000 

509,000 

112,000 

397,000 

.10 

1940 

51 

13,034,000 

709,000 

148,000 

561,000 

.14 

1941 

54 

14,505,000 

720,000 

195,000 

525,000 

.13 

1942 

58 

17,613,000 

927,000 

419,000 

508,000 

.13 

1943 

58 

21,492,000 

1,197,000 

715,000 

482,000 

.12 

1944 

60 

24,928,000 

1,263,000 

785,000 

478,000 

.12 

1945 

62 

26,378,000 

1,539,000 

1,058,000 

481,000 

.12 

1946 

64 

33,166,000 

2,117.000 

1,045,000 

1,072,000 

.26 

1947 

72 

39,395,000 

1,777,000 

721,000 

1,056,000 

.25 

1948 

78 

43,628,000 

1,904,000 

758,000 

1,146,000 

.27 

1949 

81 

45,332,000 

2.106,000 

848,000 

1,258,000 

.30 

1950 

85 

45,923,000 

1,578,000 

540,000 

1,038,000 

.24 

1951 

94 

51,081.000 

2,296,000 

1,182,000 

1,114.000 

.27 

1952 

96 

54,038,000 

1,054,000 

541,000 

513,000 

.10 

1953 

103 

60,571,000 

1,865,000 

981,000 

884,000 

.21 

1954 

108 

63,119,000 

1,719,000 

962,000 

757,000 

.17 

1955 

114 

66,661.000 

2,081,000 

1,121,000 

960,000 

.23 

1956 

123 

74,875,000 

3,385,000 

1.809,000 

1,576,000 

.40 

1957 

129 

86,771.000 

4,596,000 

2,501,000 

2,095,000 

.55 

1958 

136 

97,712,000 

5,892,000 

3,163,000 

2,729,000 

.73 

1959 

145 

115,586.000 

8,135,000 

4,346.000 

3,789,000 

.88 

1960 

160 

134,195,000 

9,023.000 

4,876.000 

4,147,000 

.97 

1961 

178 

151,857,000 

9,229,000 

5,003,000 

4,226,000 

.99 

1962 

196 

170.173,000 

9,423,000 

5,134,000 

4,289,000 

1.01 

1963 

215 

189,043.000 

10,536,000 

5,728,000 

4.808,000 

1.13 

1961 

238 

210,816,000 

11,312,000 

5,893.000 

5,419,000 

1.19 

1965 

255 

226,819,000 

12.823,000 

6,526.000 

6,297,000 

1.34 

1966 

272 

243,261,000 

14,501,000 

7,245,000 

7,256,000 

1.56 

1967 

291 

259,156,000 

12,801,000 

6,455,000 

6,346,000 

1.32** 

1968 

313 

284,321,000 

13,776,000 

7,378,000 

6,398,000 

1.33** 

1969 

325 

309,588,000 

15,757,000 

8,681,000 

7,076,000 

1.47** 

1970 

346 

335,583,000 

16,164,000 

8,471,000 

7,693,000 

1.59** 

1971 

362 

356,196.000 

16,822,000 

8,717,000 

8,105,000 

1.68 


•Exclusive of extraordinary income items. 

♦♦Restated to reflect the United Merchandising Corp. pooling of interests. 
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